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the consumer by the fact that the commodity is used in fur-
ther production.

E. The general relations of demand and supply must
remain in other respects the same.

In the first place, it is clearly necessary to assume in-
equality of taxation. If there is no excess, there is nothing
to be capitalized. The theory applies only to taxes which
are exclusive, or which exceed other taxes by a definite
amount. Inequality jo^Jaxa^iari is tbe^corner^sTtfi>ne of capj^
talization.

Secondly, the commodity must have a capital value which
is susceptible of diminution. This would, for instance, hold
true of land; in fact, we have seen that the whole theory
arose from a consideration of the land tax.1 It is equally
true, however, of any other commodity whose market value
is nothing but the capitalized rental value, the capitalization
being fixed at so many years' purchase. But the principle
cannot apply to taxes on income in general, or to taxes on
wages, or to poll taxes, because in these, and in all similar
cases, there is no capital value that is subject to amortization
or capitalization.

Thirdly, the commodity in question must be relatively dura-
ble in character. This consideration is of such cardinal impor-
tance that we have put it at the heading of this whole section.
When we speak of a tax, we may mean either a single payment
or a more permanent annual payment. If. the tax consists of
one payment only, as in the case of the federal so-called direct
tax during the Civil War, there is no opportunity for capitali-
zation. Again, if the commodity is of so ephemeral a nature
that it will be consumed before the tax hits it a second time,
there can obviously be no capitalization. This is the case
with the so-called indirect taxes on commodities. If a tax is
imposed on a barrel of flour, it will ordinarily be shifted to
the consumer. But if the commodity is so durable that it
may be subject to repeated taxes, and if the taxes are levied
at about the same rate from year to year, the anticipated
1 See above, pp, 137 ttseq.